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Les engagements des entreprises envers leurs parties
prenantes, a travers le temps et les pays : une étude
européenne comparée (2000-2010)

Compromisos de las empresas con sus partes interesadas,
a través del tiempo y los paises: un estudio comparativo
europeo (2000-2010)

ANNE-LAURE BONCORI
INSEEC BUSINESS SCHOOL

ABSTRACT

Using social responsibility ratings on over
663 companies belonging to 18 European
countries in 2000 and 2010, this paper
examines to what extent stylized models of
Corporate Governance (CG) shape national
systems of CG and corporate commitments
to stakeholders in the long run. In doing so,
we question arguments in favor of conver-
gence versus divergence. In particular, we
assess the factors that explain these trends
and the detected processes. Our findings are
manifold but principally highlight the struc-
turing dimension of both the shareholder-
oriented and stakeholder-oriented models of
CG, and the role of micro-economic factors
in explaining the changing and varying cor-
porate commitments.

Keywords: Corporate commitment. Corporate
governance. Corporate social responsibility.
European countries. Stakeholders.

ERIC BRAUNE
INSEEC BUSINESS SCHOOL

RESUME

S’appuyant sur un échantillon européen
de 663 entreprises et sur les notations de
leur Responsabilité Sociale en 2000 et 2010,
cet article examine dans quelle mesure les
modeles stylisés de gouvernance d'entreprise
(GE) fagonnent les systémes nationaux de GE
ainsi que les engagements des entreprises
envers leurs parties prenantes. Ce faisant, il
interroge la question de la convergence des
pratiques de GE. En particulier, nous évalu-
ons les facteurs qui expliquent les tendances
etles processus relevés. Nos résultats mettent
en évidence la dimension structurante des
deux modeles de gouvernance stylisés
(actionnarial et partenarial), ainsi que le
role des facteurs micro-économiques dans
I’évolution des engagements des entreprises.

Mots clés : Engagement des entreprises;
Gouvernance d’entreprise; Responsabilité
sociale des entreprises; Pays européens;
Parties prenantes.

XAVIER MAHIEUX
INSEEC BUSINESS SCHOOL

RESUMEN

Sobre la base de una muestra europea de
663 empresas y de las notaciones de sus
responsabilidades sociales en 2000 y 2010,
este articulo examina cémo los modelos
estilizados de gobierno corporativo (GC)
forman a los sistemas nacionales de GC y
los compromisos de las empresas en relacion
con sus partes interesadas. Son examinados
los argumentos a favor de la convergencia de
las précticas de GC. En particular, evalua-
mos los factores detrds de las tendencias y
procesos identificados. Nuestros resultados
mostraron la dimensién estructural de los
dos modelos tipicos-ideales de gobierno y el
papel de los factores microeconémicos en la
evolucion de los compromisos corporativos.

Palabras clave: Compromisos de las emp-
resas; Gobierno corporativo; Responsabilidad
social empresarial; Paises europeos; Partes
interesadas.

Noting the increasingly significant expectations of diverse
stakeholder groups, companies steadily seek to account for
their engagement in corporate social responsibility (El Abboubi,
2013) and demonstrate their commitment to good corporate
governance (Khanchel El Mehdi, 2013). These corporate com-
mitments correspond to the main orientations that companies
adopt when making decisions, relative to all stakeholders,
or appealing to privileged ones such as investors (Sahut and
Pasquini-Descomps, 2015). In focusing on shareholder value
maximization or trying to manage the interests of multiple

stakeholders (Jamali, 2006), companies tend to employ different
models of corporate governance (CG) while striving to integrate
corporate social responsibility (CSR) issues into their internal
CG system (Aguilera et al., 2006). As such, corporate commit-
ment to various stakeholders resides at the interface of CSR and
CG, which are intricately connected (Young and Thyil, 2014).

Enactment of CSR-related commitments appears within
the framework of a CG model, which by definition is oriented
toward a specific group of stakeholders (e.g., shareholders) or to
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all of them. These CG models traditionally have taken two highly
stylized forms: an Anglo-American and a Continental European/
Japanese stakeholder system (Aguilera et al., 2012). Whereas the
former promotes shareholder primacy in firm commitment,
the latter takes into account all stakeholders. These two models
provide templates at multiple levels, including the transnational,
national, and organizational levels. They also serve as references
in the comparative CG literature, though according to the stud-
ies their conceptual status differs. In most cases, they may refer
to a dichotomous perspective and correspond to pure opposite
models. However, some studies examine both the shareholder
system and the stakeholder system of CG as relative models,
leading to hybridized or muddled practices, while the question
of their varying nature in time and space is still open to debate.

Overall, the dichotomous perspective on CG models lends
support to the central debate in comparative CG literature regard-
ing the convergence or divergence of national CG systems. Since
the normative case for convergence made by Hansmann and
Kraakman (2001), research has examined corporate law and prac-
tice to assess whether they converge toward the shareholder value
maximization model (Yoshikama and Rasheed, 2009). Positions
in the literature are divided on this matter, calling into question
the use of two pure opposite models (Aguilera and Jackson, 2010).
Thus, can ideal-type models still be employed to examine CG
practices? This question persists as an open debate, which this
article seeks to address. Indeed, the issue of real structuring of
CG practices according to pure models stylized in the literature
remains pertinent, especially with regard to both time and space.
The time issue is at the core of processes of convergence or con-
tinued divergence (Aguilera et al., 2006), which then require
longitudinal studies (Henrekson and Jakobsson, 2012). In addition,
previous calls suggest extending existing research in compara-
tive CG literature by relying on regional studies (Yoshikawa and
Rasheed, 2009), and further examining the nature of the relation-
ship between CSR and CG (Young and Thyil, 2014).

In response, we examine whether or to what extent stylized
CG models can and should structure or shape corporate com-
mitments to stakeholders, both in the long run (over a decade)
and in a specific region (i.e., Europe). We thereby assess the
arguments for convergence versus continued divergence or
alignment versus resistance. In particular, we consider factors
that might explain these trends and the underlying processes,
by inferring, on the basis of the corporate commitments to
stakeholders, the main CSR-related orientations that compan-
ies in various European countries assign to their CG models.

Four types of national-oriented commitment models emerge
from the data analysis. We track the evolution of these national
models by comparing the situation in 2000 with that in 2010
and test the institutional and micro-economic factors raised
by the literature to explain the resistance or convergence of CG
models. Our results indicate that European institutions did not
play a significant role in shaping the national models according
to a specific stylized CG model. However, these institutions can
drive convergence on particular sets of practices (Collier and
Zaman, 2005; Enriques and Volpin, 2007).

Echoing the recent call of Yoshikawa and Rasheed (2009)
to examine to what extent pressures for change from regional
institutions drive countries or firms to adopt the same CG

model, this paper contributes to the comparative CG litera-
ture by adding further weight to the effective role of these two
opposite CG models —that is, the shareholder-oriented model
and the stakeholder-oriented model— in structuring corporate
commitment practices. It also contributes to the crucial debate
on the convergence of CG by providing support for continued
divergence within a specific region, i.e. Europe. This study
offers additional insights by exploring four typical national
models that have shaped the practices of commitment of various
European companies. Furthermore, one finding is of particular
importance to the field of CG: only micro-economic factors in
our study account for the observed phenomena. This finding
also receives support in recent research (Aguilera et al., 2012)
and leads to promising field development. This study finally
proposes a typology of CG national models based on the CSR
orientations adopted by European firms. As such, it lies within
the recent discussion of the literature on the relationship between
CSR and CG (Young and Thyil, 2014).

The remainder of the paper proceeds as follows: In the
next section, we begin with a literature review and develop
the research questions and hypotheses. Then, we describe the
data and methodology, after which we present the results of the
study. We next discuss the findings in relation to the compara-
tive CG literature and conclude the paper.

Relevant Literature and Hypothesis
Development

CORPORATE COMMITMENTS TO STAKEHOLDERS AT THE
CSR-CG INTERFACE

The relationship between CSR and CG has been examined in
recent works (e.g.Young and Thyil, 2014) but still rises some
unanswered questions. It is now acknowledged that CSR and
CG are strongly connected, but the hierarchy between the
two concepts is still in debate. In the literature, one can find
a conceptual continuum between a broader and more recent
conceptualization of CG as all the corporate responsibilities
towards the different stakeholders (Westphal and Milton,
2000) to a narrower and traditional conception of CG defined
as system through which organizations are directed and con-
trolled (Cadbury, 2000). Within the framework of the broader
concept of CG, which gives due regard to the interests of all
stakeholders, CSR is seen as a component (Jamali et al., 2008;
Harjoto and Jo, 2011). However, there exist at least three main
models in the literature that have studied the link between CG
and CSR. In the model proposed by Hancock (2004), CG is
represented as a pillar of CSR. This is also the position adopted
by Aguilera et al. (2006). An alternative model considers CSR as
a component of CG (Ho 2005; Jo and Harjoto, 2012; Alshareef
and Sandhu, 2015). A third model is the one advanced by Bhi-
mani and Soonawalla (2005), who view CG and CSR as two
dimensions or constituents belonging to the same continuum
(i.e., corporate accountability). This continuum model ranges
from corporate conformance (on the left side) to corporate
performance (on the right side) and evolves in the middle from
CG to CSR. Our position is that CSR practices and principles
are more and more integrated into CG mechanisms, structures
and corporate decision-making.
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As a component of CG (Young and Thyil, 2014), CSR is
enacted through CG systems. Indeed, CG and CSR share com-
mon roots and interests in that they stress the necessity for cor-
porations to be sufficiently accountable to particular stakeholder
groups and the wider society (Brammer and Pavelin, 2013;
Khanchel El Mehdi, 2013). Under the CSR and CG umbrella,
companies are urged to commit themselves to issues ranging
from accountability to market performance (Jamali ef al., 2008;
Sahut and Pasquini-Descomps, 2015).

Corporate commitments to particular stakeholder groups
constitute the common ground shared by CSR engagement and
CG practices (Jensen, 2002). As constitutive elements of CG
systems, and whose arrangements determine CSR, corporate
commitments to stakeholders rest at the interface of CSR and
CG. We define these commitments as the main orientations that
companies assign to their decisions, relative to all stakeholders
or privileged stakeholders. These commitments may echo or
be structured by distinct CSR orientations and CG models, as
extensively developed in relevant literature.

THE DicHOTOMOUS PERSPECTIVE OF CG MODELS

Traditionally, literature on comparative CG has distinguished two
stylized dichotomous systems: the Anglo-American CG system,
which is shareholder oriented and characterized by dispersed
ownership and management control, and the Continental Euro-
pean system, which is stakeholder oriented and characterized by
concentrated ownership and private blockholder control (Aguilera
et al., 2006; Henrekson and Jakobsson, 2012). Whereas the former
system dominates the Anglo-American world, characterized by
alegal tradition based on common law, the latter system prevails
in virtually all other countries (Henrekson and Jakobsson, 2012).
These systems refer to two competing conceptualizations of CG
and CSR. In the first conceptualization, based on agency theory,
CG practices and CSR engagement must reflect shareholder
interests (Jensen, 2002). The second conceptualization, based on
stakeholder theory, calls into question the profit maximization
axiom to integrate multiple bottom lines and balance the interests
of various stakeholders in CG and CSR commitments (Jamali,
2006). Differences between the Anglo-American CG system
and the Continental European System do not simply refer to the
conceptual difference between shareholder-orientation versus
stakeholder-orientation. They also refer to different patterns of
ownerships, markets for corporate controls and diverse financial
systems (Kirkbride and Letza, 2003). These differences partly
reside in the type of role that banks play in monitoring corpora-
tions, which leads to differences in CG. For instance, compared to
Germany, banks play a minor role in monitoring corporations in
the Anglo-American CG system (Rasheed and Yoshikawa, 2012).
Moreover, one can also consider the differences in the ownership
structures that characterize the “core of the distinction” between
the two pure models of CG (Aguilera et al., 2012: 390). While
the Anglo-American CG system (the United States and United
Kingdom) is defined by its dispersed ownership, the three main
economies of continental Europe (Germany, Italy, and France
in an intermediate position) are characterized by a concentrated
ownership (Enriques and Volpin, 2007).

The literature devises these conceptualizations as pure models
of CG, with wide theoretical significance and influence. The

starting point of CG research was the need to adopt an analytical
framework to “start the conversation” about the varieties of CG
practices in the world and to establish international compari-
sons (Aguilera and Jackson, 2010: 486). Therefore, one should
consider the two pure models of CG as Weberian ideal types
or useful heuristic constructs. As we know, ideal types are
conceptual models capable of capturing the patterned mean-
ingful actions or practices adopted by actors whether they are
societies, firms or persons (Kalberg, 2012). At times, varieties
of CG reality crystallize into patterns, which correspond in
CG research to the two dichotomous models and ideals of CG
(Rasheed and Yoshikawa, 2012).

Nonetheless, these theoretical frameworks, which can serve
as ideal types, have empirically been refined to better fit the real
practices in different countries (Aguilera and Jackson, 2010).
Therefore, research has called into question their existence
and relevance (Aguilera et al., 2012; Yoshikawa and Rasheed,
2009). This research question is quite complex because it raises
a debate about whether the two pure CG models shape corpor-
ate commitments to stakeholders or vice versa. Some scholars
no longer take for granted the pure Anglo-American or pure
European Continental models, as empirical realities reveal
embedded, blurred, and hybridized CG systems (e.g. Guillén,
2000). To contribute to extant literature, we seek to assess the
empirical relevance of a dichotomous perspective developed
in CG theory and investigate the existence of two pure CG
models in the corporate commitment practices of firms from
different countries.

Therefore, we can examine the extent to which the two highly
stylized models of CG that have been advanced by prior literature
effectively structure corporate commitments to stakeholders.
This point questions whether there is really an acceptance of
the dichotomous perspective as a true reflection of reality, or
it is just an analytical abstraction. Thus, we anticipate the fol-
lowing hypothesis:

Hypothesis 1(a) According to the dichotomous-perspective
hypothesis, we expect that corporate commitments are empiric-
ally structured according to the two pure, opposite models of CG.

Pure models may not be strictly uncovered from empirical
realities of corporate commitments, depending on the level
of analysis. As previous studies have shown (Boncori, 2015;
Pedersen and Thomsen, 1997; Weimer and Pape, 1999), the
pure Anglo-American and European Continental models only
partially account for governance realities in a wide range of
countries belonging to the same region (Aguilera et al., 2012).
Focusing on the regional level may be a way to resolve the con-
vergence/divergence debate by examining the specific condi-
tions under which convergence is more likely than divergence
to occur and vice versa. Therefore, another issue for the field
of comparative CG would be to evaluate the extent to which
the orientations offered by the two opposite stylized models
of CG shape or structure actual commitments of companies
belonging to the same region.

However, pure models of CG may not be identified from
firms’ commitments because they may be substituted by hybrid
models (Boncori, 2015). Recent studies on a wide range of differ-
ent countries have amply confirmed the hybridization process
of traditional national models of CG with the Anglo-American
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shareholder-oriented model (Ahmadjian, 2012; Boncori, 2015).
These studies focus on the national level. Nevertheless, accord-
ing to the literature, the hybridization process at the regional
level should be less significant because stylized models of CG
may dominate. Thus, we state our next hypothesis in the fol-
lowing alternative form:

Hypothesis 1(b) According to the dichotomous-perspective
hypothesis, we expect that corporate commitments of firms
that belong to the same region to be empirically structured
similarly, according to the two pure opposite models of CG.

CONVERGENCE OR CONTINUED DIVERGENCE OF CG OVER
TiIME AND ACROSS COUNTRIES

Considerable debate has emerged among scholars (Rasheed
and Yoshikawa, 2012) since Hansmann and Kraakman (2001)
argued that corporate law and CG practices inevitably converge
toward the Anglo-American shareholder-oriented model.
Hansmann and Kraakman’s normative case for convergence
has received support from various scholars (e.g., Denis and
McConnell, 2003), though many other researchers have chal-
lenged the convergence hypothesis (Aguilera and Jackson, 2003;
Guillén, 2000). This debate is ongoing. Nevertheless, despite
the normative arguments in favor of convergence as a desir-
able and inevitable isomorphism phenomenon, only limited
evidence confirms that such convergence is actually occurring
(Yoshikawa and Rasheed, 2009).

Even more questionable is whether countries from the same
geopolitical region, which are supposedly under similar insti-
tutional pressures, will adopt the same CG model, leading to
convergence of CG practices at the international level (Aguilera
et al.,2006). For example, European countries might either stick
with the traditional stakeholder-based model, labeled as the
European Continental model, or converge toward the Anglo-
American model, such as in the case of the United Kingdom
(Pedersen and Thomsen, 1997). Recent studies have called for
investigation of the interactions between the regional pressures for
change and domestic forces that resist convergence (Yoshikawa
and Rasheed, 2009). Indeed, over time, various institutional and
macro-economic forces may push firms from different countries
toward convergence in CG, though national models of govern-
ance have shown resistance to this general trend (Aguilera and
Jackson, 2003). Therefore, we can witness in the same geopolitical
region changing national models from static national positions
to convergence. Therefore, we posit the following hypothesis:

Hypothesis 2 National CG models within a same geopolit-
ical region tend to converge over time.

DRIVERS OF AND IMPEDIMENTS TO CONVERGENCE: FROM
INSTITUTIONAL FACTORS TO FIRM-LEVEL EXPLANATIONS

Convergence of CG models is both a longitudinal phenomenon
and an outcome, which implies comparative approaches deal-
ing with the diversity across countries and over time. From the
comparative CG standpoint, understanding the underlying
processes that favor, slow down, or impede convergence is cru-
cial (Aguilera and Jackson, 2010). Thus, in this study, we also
aim to extend the empirical evidence on the factors explaining
stability or change of national CG models at the regional level

and over time. According to previous research (Aguilera and
Jackson, 2003; Weimer and Pape, 1999), one fundamental set
of these possible factors is institutional. External forces com-
ing from institutions are so powerful that they constitute the
core research subject of comparative CG, defined as ‘the study
of relationships between parties with a stake in the firm and
how their influence on strategic corporate decision making
is shaped by institutions in different countries’ (Aguilera and
Jackson, 2010, p. 491). In general, scholars agree that institutions
matter for CG, but how they matter remains ‘a hotly contested
question’ (Aguilera and Jackson 2010, p. 490).

Regional institutions, through their pressures for change,
may drive convergence in national models. As Yoshikawa and
Rasheed (2009) outline, previous studies have mostly focused
on the role of national institutions in structuring CG models;
therefore, there is a need to examine the role of institutions at
the regional and global levels in the context of an increasing
economic integration.

Among these institutions is the European Union, and research
has explored the normative pressures coming from the require-
ments and directives of the European Union. Previous studies
have shown that the European unification, partly through its
institutions (i.e., the European Commission), has been a signifi-
cant driver of convergence in European corporate governance
practices (Reid, 2003; Collier and Zaman, 2005; Hermes, Postma
and Zivkov, 2007). This convergence movement was particu-
larly targeted by the Communication 284 report of 2003 issued
by the European Commission (Aguilera and Cuervo-Cazurra,
2009). In this report, the European Commission (EC) discusses
how to harmonize CG practices towards the Anglo-American
model (Collier and Zaman, 2005). Therefore, whereas a region
such as Europe is historically characterized by a variety of CG
models (Collier and Zaman, 2005), the European unification
and normative pressures exercised by the EC should accompany
the convergence of national CG models towards the Anglo-
American model, which has been occurring over the last decade.

Therefore, we integrate institutional factors at the regional
level into our study in the following hypothesis:

Hypothesis 3 Normative pressures exercised by the European
unification and its institutions accompany the convergence
of national CG models at the regional level over time.

Another institutional pressure for changing corporate com-
mitment practices to good governance is the diffusion and adop-
tion of codes. The question of convergence in national corporate
governance systems is also relevant in the context of codes of
governance because they appear to favor the convergence move-
ment (Reid, 2003; Collier and Zaman, 2005). Codes of good
governance mark an important source of normative institutional
pressure for convergence in a set of countries (Aguilera et al.,
2008; Yoshikawa and Rasheed, 2009). The United States was
the country with the first code in 1978, and in Europe, the first
code was established in the United Kingdom, a country that
shares in common a common-law legal system with the US, in
1992. In Europe, the UK was followed by Sweden, a country
with a civil-law legal system, which issued its first code of good
governance in 1994. Based on the data furnished by Aguilera
and Cuervo-Cazurra (2009), one can observe that before 2000,
only 11 European countries out of 23 had already issued a code
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of good governance. One decade later, the 12 other European
countries had also issued a code of good governance.

As previous studies have outlined, most codes of governance
are similar across European Western countries and can constitute
normative drivers of convergence in governance (Collier and
Zaman, 2005; MacNeil and Li, 2006). In their study of codes of
good governance issued by 20 European countries, Collier and
Zaman (2005) find that some elements within codes facilitate
convergence towards the Anglo-American CG model. This is
the case for particular CG areas such as the audit committee,
which is a significant and symbolic governance practice of the
Anglo-American CG model. However, in their study of codes
issued in seven Eastern European countries, Hermes et al.
(2007) find that alignment of the content of these codes with
the EC principles was partially performed. They concluded that
within Europe, domestic forces are still influential in defining
the contents of codes of good governance. Therefore, the debate
is still open. To test the effect of the diffusion of codes of good
governance on its convergence in CG practices at the regional
level and over time, we hypothesize the following:

Hypothesis 4 Diffusion of codes of good governance is
interrelated with convergence of national CG models at the
regional level over time.

National governance systems result from historical forces
(institutional, legal, political and cultural), which are covered
by what the literature calls path dependence (Gordon and Roe,
2004). Among these forces, legal traditions are supposed to play
an important role (North, 1990; Roe, 1994). One of the various
explanations proposed by the relevant literature for the absence
or lack of convergence pertains to traditional legal origins
(Aguilera and Cuervo-Cazurra, 2004; Rasheed and Yoshikawa,
2012; Zattoni and Cuomo, 2008). These traditions are reflected
in current CG practices (Hall and Soskice, 2001; La Porta et al.,
1998; Kraakman et al., 2009). Whereas most scholars distin-
guish the civil law system (French, German, or Scandinavian
in origin) from the common law system (Anglo-American in
origin), studies on legal families differentiate four main legal
origin families: English common law, French civil law, German
civil law, and Scandinavian civil law (La Porta et al., 1998;
Zweigert and Kotz, 1998). These four legal origin families are
represented within Europe, which makes it a significant case
study on the effect of path dependence and legal traditions on
the trajectory of national governance (see Appendix 1).

Legal systems are profoundly embedded in the institutional
legacies of countries and thus do not freely or rapidly change
over time. By opposing different paradigms of law, the trad-
itions of legal origin may thus slow down convergence toward
CG models. Previous studies have shown that legal traditions
affect systems of property rights (La Porta et al., 1998; Shleifer
and Vishny, 1997). This result coincides with the dichotomy
of CG models: the shareholder-oriented common law system
versus the stakeholder-oriented civil law system. However, more
recent studies on legal families do not confirm the impact of
the two legal traditions on varying CG practices across coun-
tries and over time (Siems and Deakin, 2010). If one takes into
account the literature on traditional legal families, it can be
deduced from a particular region in which there is a varied
and representative distribution of traditional legal origins of

countries that this region will still reflect a variety of national
models over time.

Thus, to test the effect of legal traditions as impediments on
convergence at the regional level, we hypothesize the following:

Hypothesis 5 The geographical distribution of traditional
legal origins of countries at the regional level will reflect
divergence in national CG models.

Nonetheless, the macro perspective on convergence in CG
has recently been called into question (Aguilera et al., 2012;
Garcia-Castro et al., 2013). Because little consensus exists over
what macro factors best account for differences or convergence
in CG practices—that is, no definitive theoretical approach ‘to
map the similarities and differences across countries and how
these cohere into discrete types’ (Aguilera and Jackson, 2010:
495)—the macro perspective might be neglected in favor of
micro approaches. External forces are not sufficient to explain
movements of divergence or convergence at the national and
individual levels. When changes occur, they seem to be a direct
consequence of endogenous factors in a country rather than
the result of macro factors driving convergence or continued
divergence. On this point, there is still a debate in the litera-
ture. While some scholars state that country-level variables
influence companies’ CG systems more than their internal
variables (Judge, Douglas and Kutan, 2006; Doidge, Karolyi and
Stulz, 2007), others suggest that differences in CG systems and
practices are explained by the diversity of firm-characteristics
(Black, Jang and Kim, 2006). Therefore, although we mobil-
ize institutional factors at the regional and national levels, we
should also examine firm-level factors. As Aguilera and Jackson
(2010) claim, firm-level factors can be used to inform macro-
level comparisons and to deepen understanding of the issues
of resistance to or change in CG. Thus, we respond to their
call by theoretically and empirically examining the interface
of institutions and organization. That is:

Hypothesis 6 Firm-level factors account for the evolution
of corporate commitments to stakeholders.

Data and Methodology

EXTRA-FINANCIAL RATINGS PROPOSED BY ARESE VIGEO

Created in 1997, the ARESE extra-financial rating agency seeks
to assess, annually and objectively, the social responsibility of
the Euro Stoxx 600, as well as the SBF 120 companies. The firms
rated are large-, mid-, and small-capitalization companies in
18 European countries: Austria, Belgium, Denmark, Finland,
France, Germany, Greece, Iceland, Ireland, Italy, Luxembourg,
the Netherlands, Norway, Portugal, Spain, Sweden, Switzerland,
and the United Kingdom. Each firm’s assignment to a specific
country is based on the country of incorporation, the primary
listing, and the country that accounts for the largest trading
volume. VIGEO is the leading social rating agency in Europe
and is often used for academic research (Cellier et al., 2011;
Girerd-Potin et al., 2014; Cellier et al., 2015). Though some
dimensions rated by VIGEO seem close to those used by KLD
(for recent studies using the KLD Research and Analytics, see
Khanchel El Mehdi, 2013), the rating methodologies of these
two agencies are different. When VIGEO took over ARESE in
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2002, it deepened the business rating methodology, though
the objectives of the evaluation and the population studied
remained unchanged. Until 2004, the ARESE VIGEO reposi-
tory featured five assessments: Human resources, Environment,
Business behavior, Corporate governance, and Community
involvement. Each of them corresponds to commitments to
a specific stakeholder: Employees, Environment, Clients and
suppliers, Shareholders and Civil society. A sixth dimension,
introduced in 2004, considers human rights. Table 1 traces this
evolution with a comparison of the 2000 and 2004 repositories.

The correlation between human resources and respect for
human rights appears trivial and already has been subject to
empirical investigation (e.g., Cellier et al., 2011). The commit-
ments to suppliers criteria also include social standards, such
as respect for human rights. Finally, corporate commitments
to civil society integrate the company’s contributions to the
economic and social development of human communities.
Because the human rights variable is not distinct from the
variables involving company employees, suppliers, and civil
society, the typological approach to such an evaluation gets
undermined. Such an approach requires independence in the

varjous areas subjected to ratings, but independence disappears
with the introduction of the sixth field. Moreover, the 2004
repository combines commitments to people, such as staff or
clients, with human rights commitments overall. This mixture
confuses evaluations of corporate commitments. Considering
these challenges, we chose to eliminate the sixth evaluation
from our analysis domain and focus on companies’ commit-
ments to the five stakeholders identified by the 2000 repository.

To rate each firm, the VIGEO agency conducted inter-
views with the principals of the companies studied and col-
lected secondary information from social balance sheets, the
International Labour Organization, and press articles. The
evaluations therefore reflect input from 338 items, representa-
tive of the dimensions assessed, that facilitate an analysis of
the social responsibility of the enterprise to each stakeholder,
following a managerial approach that distinguishes the three
axes for each rated item: (1) stated objectives of the corporate
social performance, (2) resources allocated to achieve each
objective, (3) achieved measurable progress.

The search for objectivity led ARESE VIGEO to base its rat-
ings on a purely quantitative assessment of the commitments

TABLE 1
Main topics covered by the ARESE VIGEO evaluation

Stakeholder Themes of the 2000 repository

Themes of the 2004 repository

health, safety

conservation programs, programs for the reduction
of harmfulemissions, Transportation management,
awareness and information of stakeholders

HR Human Employment and careers policies, employability, | Continuous improvement employment relationships and
resources remuneration policy, working conditions, health | working conditions
and safety, social climate, staff satisfaction, social
cohesion
ENV Environment, Environmental risk management, Resources | Protection, backup, prevention of harm to the environment,

establishment of an appropriate managerial strategy,
eco-design, protection of bio-diversity and control rational
environmental impact throughout the life cycle of the
products or services

CS Business Customer service environment, service control | Taken into account rights and interests of customers,
Behavior: procedures, customer management orientation, | integration of social and environmental standards in the
Relations with | ability to implement innovative solutions to meet | selection of suppliers and throughout the supply chain,
customers customer, suppliers equal treatment, staff training, | effective prevention of corruption, compliance of the
and suppliers | RandD, production and distribution, services, | competitive rules

and information offered to clients, partnerships
systems evaluations of satisfaction customers
and suppliers

CG Corporate Composition and functioning of the Board of | Efficiency and probity, independence and effectiveness
Governance: Directors, transparency of the remuneration | of the Board of Directors, insurance effectiveness and
Relations with | system of the Board and the Executive, rights | efficiency of audit and mechanisms of control including
shareholders | and obligations of the shareholders, shareholders | inclusion of risks of social responsibility, respect for the

information tools rights of shareholders including minority, transparency
and rationality of the Executive compensation

CIN Community: Commitments humanitarian or social, measures | Effectiveness, integration managerial commitment,
Relations with | to combat exclusion, environmental commitment, | contribution to economic and social development of the
civil society investments in the local economy, cultural and | territories of implantation and their human communities,

educational commitment concrete commitments for the mastery of the societal
impacts of products and services, transparent and
participatory contributions to causes of general interest

HRTS | Human rights Respect for freedom of Association and promotion of

collective bargaining, non-discrimination and promotion of
equality, elimination of prohibited forms of work, prevention
of inhuman or degrading treatment, protection of privacy
and personal data
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of companies to their different stakeholders. This pursuit of
objectivity also led ARESE VIGEO to adopt a sectoral approach,
such that it assigned each firm a specific, unique industry clas-
sification benchmark (ICB) sectoral code that groups together
companies with similar sources of primary revenue. The rating
of a company’s commitment to its different stakeholders thus
is relative to its industry and reflects the levels of commitment
of other companies in the same industry. This choice prevents
any a priori rejection of industries, such as alcohol or tobacco
sectors. In turn, it can highlight the best practices in sectors
that generally perform poorly in social responsibility. Finally,
this evaluation system helps mitigate differences in industrial
structure by country. A country that is overrepresented in the
most socially committed sectors therefore will not inappropri-
ately receive a higher aggregate evaluation than other countries.
Rather, it makes sense to compare global evaluations of com-
panies, classified by country, on each of the five dimensions.

DATA, SAMPLE, AND DESCRIPTIVE STATISTICS

For our study, the 2000 and 2010 annual scores for 663 companies
in 18 European countries span the five variables representing the
different facets of social responsibility. Table 2 summarizes the
five variables, and Table 3 provides the distribution by countries.

As noted by Cellier et al. (2015), the VIGEO rating methodol-
ogy varies according to industries. Moreover, this methodology is
continuously updated. It follows that intertemporal comparisons
as well as comparisons between countries presenting different
industrial structures are not directly feasible. Consequently, we
decided to compute the z-scores associated with each variable
following firms’ industry. The resulting variables follow a normal
distribution, with mean 0 and standard deviation 1. Thus, and
for each date, firms with a score above 0 outperform the aver-
age firm of the industry on the considered variable. In this way,
the transformed variables are comparable across dates. Also,
they allow us to overcome the problems associated with specific
industrial structures in each country. According to Baxter (1995)
and Abdiand Lynne (2010), this variables transformation is cus-
tomary before a PCA is implemented and ensures that the vari-
ables used in the PCA share a common scale (Larcker et al. 2007,
Girerd-Potin et al. 2014). Hereafter, we refer to the standardized
values. Table 4 contains the descriptive statistics associated with
standardized variables (ZHR, ZENV, ZCS, ZGC, and ZCIN) for
the year 2010. The results by country (see Appendix 2) highlight
the strong average differences for each of the five scores while,
by construction, the variables exhibit no difference by industry.

The results of the tests of the difference in the median for
each of the variables appear in Appendix 2. The median dif-
ferences were highly significant for the ZHR, ZENV, ZGC, and
ZCIN variables; the difference between countries is significant
at the 10% threshold for ZCS. Finally, the matrix of correlations
(Table 5) indicates that the study variables are correlated, with
a 1% bilateral threshold, implying that the information might
be summarized in fewer dimensions.

PrRINCIPAL COMPONENT ANALYSIS

To highlight the latent dimensions of the European models
of CG and to clarify the differences between countries required

TABLE 2
Form of social responsibility measured

by each variable

Dimension of measured social responsibility

HR Firm commitment to employees

ENV Firm commitment to environment

CS Firm commitment to customers and suppliers
CG Firm commitment to shareholders

CIN Firm commitment to civil society

TABLE 3
Distribution of firms in the sample

by country of origin

Numbers Percentage percentage g::::;iz;:

Austria 5 8 8 8
Belgium 13 2,0 2,0 2,7
Denmark 20 3,0 3,0 5,7
Finland 24 3,6 3,6 9,4
France 98 14,8 14,8 241
Germany b4 9,7 9,7 33,8
Greece 11 1,7 1,7 35,4
Iceland 4 6 6 36,0
Ireland 15 2,3 2,3 38,3
Italy 38 5,7 5,7 44,0
Luxembourg 4 6 6 446
Norway 16 2,4 2,4 47,1
Portugal 1" 1,7 1,7 48,7
Spain 41 6,2 6,2 54,9
Sweden 35 53 5,3 60,2
Switzerland 43 6,5 6,5 66,7
Netherlands 35 5,3 5,3 71,9
United 186 28,1 28,1 100,0
Kingdom

Total 663 100,0 100,0

us to adopt an exploratory and descriptive approach. Thus, we
decided to conduct a principal component analysis (PCA). PCA
is a technique for analysis of multivariate data that reduces the
dimensionality of the data while retaining most of the variance
in the data set. It accomplishes this reduction by identify-
ing directions, which are linear combinations of the original
variables and are called principal components (Ringnér 2008).
When considering the principal components, the variance in the
data is maximal. Therefore, PCA retains most of the informa-
tion included in the original data set, while the dimensionality
reduction of the data allows us to plot the sample to highlight
similarities and differences between the observations.

Initially, we have initially 18 countries and five variables.
However, Luxembourg negatively affected the quality (measured
by the Bartlett test of sphericity and the Kaiser—-Meyer—Olkin
[KMO] test) of the factorization of the variables. Thus, we
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TABLE 4
Descriptive statistics associated with the standardized variables of our study
Standardized variables of firm commitment to: Employees (ZHR], Environment (ZENVI,
Customers and suppliers (ZCS], Shareholders (ZCG) and Civil society (ZCIN)

Minimum Maximum Mean Star)da_)rd Skewness Kurtosis
deviation
‘ Statistics ‘ Statistics ‘ Statistics ‘ Statistics ‘ Statistics ‘ Std. Error ‘ Statistics Std. Error
ZHR -2,7839 2,6925 -0,0673 0,9971 ,158 104 -,335 ,208
ZENV -2,331 2,6568 -0,0968 0,9679 ,052 104 -,517 ,208
ZCS -2,7639 2,3821 -0,1571 0,9678 ,016 104 =727 ,208
ZCG -2,7367 2,5420 -0,0434 1,0426 ,011 104 -,553 ,208
ZCIN -3,0409 2,6588 -0,1822 0,9714 134 104 -,428 ,208

TABLE 5
Table of Pearson correlations between the standardized variables of our study
Standardized variables of firm commitment to: Employees (ZHR), Environment (ZENV),

Customers and suppliers (ZCS), Shareholders (ZCG) and Civil society (ZCIN]

ZHR Pearson Correlation 1 ,639** ,615%* 181** 516**
Sig. (bilatéral) ,000 ,000 ,000 ,000
N 663 663 663 663 663
ZENV Pearson Correlation ,639** 1 ,618** ,333** ,5H3**
Sig. (bilatéral) ,000 ,000 ,000 ,000
N 663 663 663 663 663
ZCS Pearson Correlation ,615** ,618** 1 J34L9** 523**
Sig. (bilatéral) ,000 ,000 ,000 ,000
N 663 663 663 663 663
ZCG Pearson Correlation 181** ,333** ,349%* 1 ,342%*
Sig. (bilatéral) ,000 ,000 ,000 ,000
N 663 663 663 663 663
ZCIN Pearson Correlation ,516** ,5H3** ,523** \34L2%* 1
Sig. (bilatéral) ,000 ,000 ,000 ,000
N 663 663 663 663 663

** The correlation is significant at the 0.01 level (bilateral).

TABLE 6 TABLE 7
Bartlett test of sphericity Measurement precision and KMO
. Standardized variables of firm commitment to: Employees
Khi? (observed value] 62,455 (ZHR], Environment (ZENV], Customers and suppliers (ZCS],
Khiz (critic value) 18,307 Shareholders (ZCG) and Civil society (ZCIN]
DbL 10 ZHR 0,866
p-value <0,0001 ZENV 0.895
alpha 0,05 7cs 0.790
NOTE: This test ensures that the variables’ correlation matrix is different 7CG 0913
from identity matrix. Therefore the PCA analysis is allowed. !
KMO 0,838

NOTE: The high value of the KMO ([0.5; 1[) indicates that the PCA is
appropriate.
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withdrew Luxembourg from the analysis, which left 17 obser-
vations and five variables.

The Bartlett test of sphericity (Table 6) verifies that the
matrix of correlations between variables is statistically different
from the identity matrix, which is the case here. Moreover, the
Measure of Sampling Adequacy [MSA] and the KMO (Table 7)
test results allow us to implement a PCA.

The bend test leads us to retain a solution of two factors. With
this two-factor solution, we can explain more than 90% of the total
variance (Table 8). In addition, after promax rotation, the first
factor explains almost 69% of the total variance, and the second
factor explains more than 21%. After rotation, we observe that
the variables are clearly divided between the two axes (Table 8).
Community analysis indicates the percentage of the variance,
for each variable, returned by the two axes retained (Table 9).

Finally, the XLSTAT software calculates the contribution
of each variable on the two axes (Table 10). As Table 10 shows,

the ZHR, ZENV, ZCS, and ZCIN variables contribute equally
to define the first axis. The second axis is entirely defined by
the ZCG variable.

Results

The components matrix after rotation as well as the contributions
of the variables allows us to characterize the two factors of our
PCA. The first (dominant) factor is linked to the commitment
of the companies to their stakeholders (non-shareholders). The
horizontal axis of Figure 1 is a linear combination of scores on
variables “Human resources,” “Environment,” “Customers and
suppliers,” and “Relations with civil society.” We named this
axis “Stakeholder engagement” because it reflects the positive
commitment of the company to the other constituents of society.
The second factor refers exclusively to the commitment of the
company to shareholders; correspondingly, we named the vertical
axis “Shareholders commitment.”

» «

TABLE 8
Total variance explained

Initial eigen value

% of

. Total
variance

Total cumulative %

Extraction sums of squares
of the selected factors

variance

Sum of the squares of the factors
selected for rotation

% of
variance

% of

cumulative % Total cumulative %

Non scaled | 1 731 67,076 67,076 731 67,076 67,076 691 63,361 63,361
2 266 24,416 91,491 ,266 24,416 91,491 ,307 28,130 91,491
3 ,051 4,694 96,185
4 ,029 2,679 98,865
5 ,012 1,135 100,000

Re-scaled | 1 731 67,076 67,076 3,593 71,867 71,867 3,445 68,898 68,898
2 ,266 24,416 91,491 912 18,232 90,099 1,060 21,201 90,099
3 ,051 4,694 96,185
4 ,029 2,679 98,865
5 ,012 1,135 100,000

NOTE: This table shows that a two components solution explains 91.49% of the study variables’ variance. For this reason we decide to reduce the multi

dimensionality of the data set to two directions.

TABLE 9

Matrix of Components and Communalities
Standardized variables of firm commitment to: Employees (ZHR), Environment (ZENV,

Customers and suppliers [ZCS), Shareholders (ZCG) and Civil society (ZCIN]

Non scaled Component Re scaled Component Non scaled Re scaled
1 p 1 2 Initial Extraction Initial Extraction
ZHR ,537 044 ,952 ,078 ,319 291 1,000 ,912
ZENV ,357 ,039 ,905 ,098 155 129 1,000 ,828
ZCS ,351 ,066 ,932 74 42 127 1,000 ,899
ZCG ,076 541 139 ,990 ,299 ,299 1,000 ,999
ZCIN ,382 ,077 912 ,185 176 152 1,000 ,866

NOTE: After rotation, the first component represents a linear combination of the variables dedicated to the corporate commitment to various stakeholders.
The second component is entirely dedicated to corporate commitment to shareholders.
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TABLE 10
Contribution of variables
for each of the axes (%).

Standardized variables of firm commitment to: Employees
(ZHR], Environment (ZENV], Customers and suppliers (ZCS],
Shareholders (ZCG) and Civil society (ZCIN)

ZHR 24,503 0,729
ENV 24,508 0,850
ZCS 25,606 3,099
ZCG 0,491 91,919
ZCIN 24,891 3,404

NOTE: The variables dedicated to the corporate commitment to the various
stakeholders weigh the same in the first component’s constitution.

These two axes reflect a structuring process of European
firms’ commitment practices along two typical dimensions
referring to the traditional models of CG: the shareholder-
oriented model and the stakeholder-oriented model. Hypothesis
1b suggested that commitment practices of firms belonging
to the same region are structured according to the two pure
models of CG. The results of the principal component analysis
provide support for this hypothesis.

PROJECTIONS OF THE OBSERVATIONS ON THE
FACTORIAL PLAN

Figure 1 shows the projection of the countries on the factorial
plan consisting of the horizontal axis “Stakeholders commit-
ment” and the vertical axis “Shareholders commitment.”

Based on the quality projections control of observations on
the factorial plan, this method allows us to view similarities

FIGURE 1
Projection of the countries on the
factorial plan (year 2010)
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NOTE: The horizontal axis named stakeholder commitment is a linear
combination of the variables dedicated to the corporate commitment to the
various stakeholders ([employees, environment, customers and suppliers,
civil society). The vertical axis named shareholder commitment represents
the corporate commitment to the shareholders. Each point projected on this
planis the centroid of the studied countries’ firms.

(or dissimilarities) in governance practices among companies
from different European countries. We measured the quality
of projections following the cos® method (Appendix 3). We
re-profiled the countries misrepresented in italics in Figure
1. We refrain from commenting on the position occupied by
these countries in the factorial plan.

We can classify countries according to four dials. First,
the upper-right-hand dial includes countries that combine
stakeholder commitment and the interests of shareholders.
The United Kingdom, the Netherlands, and, to a lesser extent,
Norway out-performed the average of European countries for
this combination of factors. Second, the lower-right-hand dial
highlights the countries that emphasize stakeholder commit-
ment over shareholder value. Here, we found companies of the
four main powers of the Euro zone: Germany, France, Italy and
Spain. Note that the Spanish and Italian companies are, on
average, more committed to their shareholders than German
or French companies. Also note that stakeholder engagement
in French companies is, on average, much higher than that in
German firms in our sample. Yet the companies in the two
countries have similar commitment levels to shareholders. Third,
the upper-left-hand dial shows the countries that prefer share-
holder value to stakeholder engagement. Here, two countries
had very liberal policies before the 2008 crisis and thus were
strongly affected by it: Iceland and Ireland. Fourth, the lower-
left-hand dial shows the countries with no specific orientation
to one of the groups. Rather, the countries respond to a kind of
non-oriented model of CG; unsurprisingly, the dial pertains to
Greece and Portugal but, surprisingly, also includes Denmark.

The results highlight the distinction of four different models
of governance: (1) a shareholder-oriented model, (2) a stake-
holder-oriented model, (3) a hybrid model, and (4) a non-oriented
model. Therefore, the data lend partial support to Hypothesis
1a, which suggested that corporate commitments are structured
according to two pure models of CG. The results also suggest
that commitment practices of firms belonging to a same region
are structured according to a hybrid framework of the two pure
opposite models of CG.

DYNAMICAL ANALYSIS

To analyze the dynamics of models of governance at work
in each of the European countries, we conducted a new PCA
using the data of the year 2000. Variables and their weights in
the construction of the two factors are similar, which allows
time inter-comparison. Figure 2 shows the projection of the
countries on the factorial plan for the year 2000.

Comparison of Figures 1 and 2 enables us to measure how
CG evolved, on average, by country during the 2000-2010
period. From a general perspective, there is no evidence of
convergence on models of governance among the 17 European
countries over the decade. Thus, Hypothesis 2, which predicted
that national CG models within a same geopolitical region tend
to converge over time, is not supported. In addition, because all
these European countries (except for Switzerland, Norway, and
Iceland) are subjected to the same regional pressures coming
from the European institutions through directives, directions,
and policies, no evidence lends support to Hypothesis 3¢, which
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FIGURE 2
Projections of the countries on the
factorial plan (year 2000).
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NOTE: The horizontal axis named stakeholder commitment is a linear

combination of the variables dedicated to the corporate commitment to the

various stakeholders (employees, environment, customers and suppliers,

civil society). The vertical axis named shareholder commitment represents

the corporate commitment to the shareholders. Each point projected on this
plan is the centroid of the studied countries’ firms.

expected pressures exercised by regional institutions to lead to
convergence of national CG models at the regional level over time.

It appears that the governance of Norwegian, German, and
French companies evolved toward greater engagement, to the
stakeholders’ advantage. In the case of France, this trend has
been to the detriment of the interests of shareholders. On the
opposite side, Greek and Portuguese companies reduced their
commitments to stakeholders. However, it would be incorrect
to argue that this has benefited company shareholders in these
countries. Indeed, the commitment of Greek and Portuguese
companies to shareholders remains below the European aver-
age. In the case of Portugal, the corporate shareholder engage-
ment deficit even seems to have widened compared with other
European countries. Finally, the commitment of U.K. companies
to stakeholders fell significantly during the 2000-2010 period.
Indeed, while this country seemed to provide leadership in this
area in 2000, France and the Netherlands surpassed it in 2010.
All thisleads to an overall picture of evolution that reflects diver-
ging models of CG in Europe over time, which suggested that
national CG models within a same geopolitical region diverge
over time, on the contrary to what Hypothesis 2 predicted.

If we examine the distribution of countries according to
their legal tradition we can show the divergence between
countries following the common law legal system (United
Kingdom and Ireland) and countries following the civil law
legal system (Belgium, France, Greece, Italy, Portugal, Spain,
The Netherlands, Germany, Austria, and Switzerland).!

However, our data do not distinguish or reflect this clas-
sification in the distribution of countries according to the four
models inferred from the PCA. The results also show relatively
divergent positions among Scandinavian countries, though
they possess the same legal origins (Zattoni and Cuomo, 2008).
Therefore, the institutional variable of traditional legal origins
of countries does not account for the evolution of CG practices
among European countries. Thus, Hypothesis 3a, which expected
traditional legal origins of countries to impede convergence
on national CG models at the regional level, is not supported.

Regarding the role of the adoption of codes of good govern-
ance in European countries, there is no evidence that they lead
to convergence of national CG models over time, which fails to
support Hypothesis 3b. Indeed, by 2010, all 17 countries had
adopted at least one code of governance recognized by their
national institutions (Zattoni and Cuomo, 2008). According
to the literature, this should have led to convergence, but our
data are not consistent with this.

Additional analyses

With macro- and microeconomic analyses, we sought to assess
the extent to which developments at the national level in CG
models reflect the path taken by all companies in that same
country. As the rest of our study, our approach is explora-
tory and descriptive. First, we tested the correlations between
macro-variables and the CG choices in each country. Second,
to determine if commitments to stakeholders by companies in
the same country tended to converge (or diverge), we conducted
a microeconomic analysis of the evolution of the commitment
practices exhibited by companies in each country.

MACROECONOMIC ANALYSIS

Our study period featured substantial economic turbulence,
so we investigated if any deterioration in the macroeconomic
indicators between 2000 and 2010 affected the orientation of
the CG models. To answer this question, we introduced four
macroeconomic variables, representing the economic situation
of each country, as passive variables in our PCA:

1. GDPpC: gross domestic product based on purchasing power
parity (PPP) per capita. This variable is a traditional indica-
tor of a country’s economic development.

2. UnR:unemployment rate, calculated as the number of persons
unemployed during the reference period, as a percentage of
the total number of employed and unemployed persons (i.e.,
labor force) in that same reference period.

3. Netdebt/GDP: general government net debt (percentage of
GDP), calculated as gross debt minus financial assets cor-
responding to debt instruments reported to GDP. These
financial assets are monetary gold and special drawing
rights, currency and deposits, debt securities, loans, insur-
ance, pension, standardized guarantee schemes, and other
accounts receivable.

4. CAcc/GDP: current account balance (percentage of GDP).
The current account is all transactions other than those in

1. This follows the classification proposed by Zattoni and Cuomo (2008) and based on La Porta et al. (1998) and Zweigert and Kotz (1998).
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financial and capital items. The major classifications are
goods and services, income, and current transfers. The focus
is on transactions (between a country’s economy and the
rest of the world) in goods, services, and income.

The first two variables are indicators of a country’s economic
health; the last one indicates the international competitiveness
of each studied country. All four passive variables came from
IMF databases, measured for the years 2000 and 2010; the
descriptive statistics are in Table 11. The standard deviations
highlight the growing disparity of the economic situations of
the European countries.

The correlations of the passive variables with the stakehold-
ers’ and shareholders’ axis are in Table 12.

Economic development (GDPpC) significantly correlates
over time with the shareholder governance axis. Countries that
host companies that favor this axis are the most developed.
Also, the correlation associated with CAcc/GDP indicates that
these countries had a good capacity to meet the challenges of
globalization before the 2007 financial crisis. However, the
correlations of GDPpC with the stakeholder axis in 2000 and
2010 show that stakeholder governance is no longer contrary to
economic development. Moreover, induced global competitive-
ness is at least equal the level achieved by countries that follow a

shareholder model. The test of significance indicates that gov-
ernance models are loosely linked to competitiveness. Finally,
the negative correlations for 2010 between the unemployment
rate or public debt with both axes show that the degradation of
these indicators opposes the development of the two CG models.
These tests thus reveal that it is difficult to link an exclusive type
of governance to development, economic health, or international
competitiveness. The 2010 results record a closer association of
the shareholder and the stakeholder model of CG with macro-
economic indicators of the same level. Macroeconomic variables
thus cannot discriminate effectively between the two models.

MICROECONOMIC ANALYSIS

We also conducted a micro-economic analysis of governance
practices. Here, the objective was to assess the extent to which
developments of governance practices at the national level
reflect the path taken by each company of the same country.
To meet our goal, we cannot rely on parametric methods (such
as the t-test) because these methods overall stress the mean or
median evolutions. Therefore, we decide to conduct Wilcoxon
signed-rank tests on each of the five variables and for each of
the 17 countries in our study. Beyond the significant character
of the statistical differences, Wilcoxon signed-rank tests allow
us to highlight the extent to which the companies of the same

TABLE 11
Descriptive statistics associated with the passive variables
GDPpC: gross domestic product per capita (USD PPP], UnR: unemployment rate;

Net debt: general government net debt, CAcc: current account balance

Minimum Maximum Mean Standard Deviation
GDPpC2000 18329,719 39101,992 26649,525 4727,526
GDPpC2010 23113,858 52238,746 35943,630 6383,429
UnR2000 1,329 13,873 6,236 3,562
UnR2010 3,500 19,900 8,429 4,184
NetDebt/GDP2000 -67,353 97,564 35,533 40,459
Netdebt/GDP2010 -152,309 109,507 41,399 63,634
CAcc/GDP2000 -10,156 15,013 0,586 6,845
CAcc/GDP2010 -10,837 16,583 0,880 6,831

** The correlation is significant at the 0.01 level (bilatéral).

TABLE 12
Passive variable correlations with stakeholders’ and shareholders’ axis
GDPpC: gross domestic product per capita (USD PPP], UnR: unemployment rate;

Net debt: general government net debt, CAcc: current account balance

Stakeholder axis

2000 2010

Shareholder axis Stakeholder axis Shareholder axis

GDPpC -0.324* 0.515* 0.119 0.470*
UnR 0.279 -0.154 -0.164 -0.242
Netdebt/GDP 0.104 -0.382* -0.139 -0.199
CAcc/GDP 0.021 0.355* 0.279 0.267

*P<0.05
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TABLE 13
% French companies whose relative score increased on each of the 5 variables
Standardized variables of firm commitment to: Employees (ZHR), Environment (ZENV,

Customers and suppliers (ZCS), Shareholders (ZCG) and Civil society (ZCIN]

% companies whose relative
score increased

% companies whose relative
score decreased

Wilcoxon Test

ZHR 75% 25% 5.739***
ZENV 57% 43% 1.979%**
ZCS 40% 60% -1.044

ZCIN 70% 30% 4.275%**
ZCG 32% 68% -4.965%**

***p-value<0.01

country evolved in the same direction on the relevant variable.
If this hypothesis is validated, then institutional pressures guide
the evolution of these companies and we can conclude that the
companies in the same country converge on a single governance
model. Otherwise, the path taken by the company should be
explained by specific factors. We do not reproduce here the results
of 85 tests. Rather, we use two examples deemed contradictory,
the United Kingdom and France, to show the pre-eminence of
the micro-economic factors in the evolution of CG practices.

The French case is important because the PCA on the years
2000 and 2010 indicates that, overall, the companies in this coun-
try changed their dial position. That is, while the French model
followed a shareholder system in 2000, it followed a stakeholder
model in 2010. However, a detailed analysis of the evolution of the
practices of the companies in this country shows that this global
phenomenon is the aggregation of varied trajectories (Table 13).

On the one hand, many French companies recorded a decrease
in their scores on variables related to the stakeholders dimension
in their governance. This phenomenon is far from marginal
because it concerns one in four companies for the variable ZHR,
almost one in two companies on the ZENV variable, and one
in three companies on the ZCIN variable. In addition, more
than half the French companies report lower scores on the
variable ZCS. On the other hand, almost one in three compan-
ies increases its commitment to shareholders (variable ZCG).

In contrast, the governance of British companies seems to
favor the interests of shareholders. Yet, here again, the stylization
of a national model fails to include the particularities of each
company. Table 14 traces the evolution of British companies
on the five study variables.

More than one in four companies have increased scores
on the ZENV, ZCS, and ZCIN variables. The commitment of
these companies to environment, customers and suppliers, or
civil society therefore rose faster during the 2000-2010 period
than that of the average of European companies over the same
period. In addition, shareholder engagement of one in two
British companies grew less rapidly than the European average
between 2000 and 2010.

A detailed comparison of the evolution of French and
British CG practices shows that the enterprises of the two
countries do not converge toward national models. Therefore,
it is risky to bet on the evolution of a company’s governance
from residence information.

Is it possible to deduce from these findings that the pressures
of institutions are inconsequential on company governance
practices? The cases of Greece, Portugal, and Spain, whose policy
choices are strongly constrained by the European Union, the
European Central Bank, and the International Monetary Fund,
are extreme and thus help advance understanding. Indeed, if
institutions are likely to affect CG practices, then the firmness of
the institutional guidelines imposed by these countries’ govern-
ments should strongly influence CG practices. Table 15 traces
the evolution between 2000 and 2010 of Greek, Portuguese, and
Spanish companies on the five variables in the study.

It is striking to note that the pressures of the regional and
world institutions on these countries were not alleviated by
a general modification of governance practices by compan-
ies. The evolution of CG practices of Greek, Portuguese, and
Spanish enterprises remains without a clear direction. Whatever
the criterion considered, the change score of these companies
between 2000 and 2010 is generally not significant.’ Therefore,
and considering the borderline cases these countries represent, it
is difficult to argue that institutions influenced CG. The results
indicate that the evolution of CG practices and models at the
regional and national levels cannot be explained by the influence
of macro factors, such as the institutional variables examined in
this study. Instead, according to the results, endogenous factors
within a country must be examined to account for movements
of convergence or continued divergence. Thus, our successive
data analyses lead us to the conclusion that firm-level factors
account for the evolution of corporate commitments to stake-
holders, which appears consistent with our findings.

Discussion and Conclusion

The dichotomous perspective of CG models has served as a
widespread framework in comparative corporate governance lit-

2. This result is not related to the “raw” score on the variable CG by these companies in 2000.

3. Anexception is the commitment of the Spanish companies in favor of the environment or against the civil society. The reduction in commitment of the Greek

companies to customers and suppliers is also remarkable.
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TABLE 14
% UK companies whose relative score increased on each of the 5 variables
Standardized variables of firm commitment to: Employees (ZHR], Environment (ZENVI,

Customers and suppliers (ZCS], Shareholders (ZCG) and Civil society [ZCIN)

% companies whose relative
score increased

% companies whose relative
score decreased

Wilcoxon Test

ZHR 15% 85% -9.637%**
ZENV 26% T4% -7.572%**
ZCS 27% 73% -8.032%**
ZCIN 27% 73% -6.86%**
ZCG 53% 47% 1.161

***p-value<0.0

TABLE 15
% Greek, Portuguese and Spanish companies whose relative score increased on each of the 5 variables
Standardized variables of firm commitment to: Employees (ZHR), Environment (ZENV),

Customers and suppliers (ZCS), Shareholders (ZCG) and Civil society (ZCIN]

% companies whose relative
score increased

% companies whose relative

Wilcoxon Test
score decreased

Greece 45% 55% -0.978
ZHR Portugal 63% 37% 0.622
Spain 58% 42% 1.16
Greece 55% 45% 0.000
ZENV Portugal 36% 64% -0.356
Spain 65% 35% 2.443%*
Greece 9% 91% -2.756%**
ZCS Portugal 55% 45% 0.533
Spain 61% 39% 1.199
Greece 36% 64% -1.069
ZCIN Portugal 18% 82% -1.956*
Spain 34% 66% -2.624%**
Greece 55% 45% -0.267
ZCG Portugal 64% 36% -1.334
Spain 56% 4Lb% 1.445

*p-value<0.1,** p-value<0.05, ***p-value<0.01

erature (Aguilera et al., 2006), whereas it has been steadily called
into question (Yoshikawa and Rasheed, 2009; Aguilera et al.,
2012). In a context of growing globalization, internationaliza-
tion of markets, and deregulation (Aguilera and Jackson, 2010),
seemingly well grounded, national models can be destabilized
over time and across regions. Using stylized shareholder-oriented
versus stakeholder-oriented models to classify national models
of CG and their related corporate commitments to stakeholders
thus is questionable. With this research, we challenge and test
the effective structuring dimension of the contrasting ideal
or typical patterns on CG practices at both national and firm
levels. By addressing this issue, we seek to either reinforce or
invalidate the use of two pure models, as advanced by prior CG
literature. Our results show that the national CG models we
examine are structured along two orientations, shareholder-

oriented and stakeholder-oriented, which suggest four typical
models: shareholder model, stakeholder model, hybrid, and a
non-oriented model.

We also note that time issues are crucial for determining
answers to this question. During the decade studied, national
models exhibited little stability, such that they evolved from
one typical model to another. These results highlight the phe-
nomenon of destabilization of national CG models (Aguilera
and Jackson, 2010), which has spread throughout the European
region. However, at this stage we cannot specify whether this
destabilization corresponds to a structural or cyclical phenom-
enon; we hope further research investigates this point.

To avoid a direct application of the contrasting templates
of stylized CG portraits on national models of CG, we chose
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a research unit that could encompass these models at both
national and firm levels, namely, corporate commitments to
stakeholders. Commitment practices are central to the orienta-
tion of CG models, in that they convey either a shareholder- or
a stakeholder-oriented perspective (Jamali, 2006). Commitment
practices to stakeholders are also at the basis of CSR, and thus
constitute a common denominator between CG and CSR. Our
study outlines an alternative conceptual and methodological
framework, which is to examine the existence of the governance-
CSR nexus (Young and Thyil, 2014) through the concept of
corporate commitments to stakeholders. As research objects,
corporate commitments to stakeholders are particularly useful
for shifting from the national to the firm level in CG models,
articulating the latter for the former. Therefore, they offer a
promising research object for examining the links between
CSR and CG, as suggested by previous works (Jamali ef al.,
2008; Young and Thyil, 2014).

Moreover, our results inform the debate about the relevance
of the dichotomous perspective advanced in prior literature
by showing that national models of CG in Europe continue to
reflect traditionally opposite, pure models. However, corporate
commitments to stakeholders do not reflect pure orientations
but the degree to which they are aligned with either the stake-
holder-orientation or the shareholder-orientation, or both. One
surprising finding concerns few cases of muddled practices in
corporate commitment at the national level (i.e. Portugal; Greece;
Denmark). Indeed, our results reveal cases remaining in the
background and responding to what we label the ‘non-oriented
model” of CG. A potential avenue for research is to examine
resistance to corporate commitments to stakeholders, as well
as account for national cases of the non-oriented model of CG.

Our empirical results support the view that there is a con-
tinued divergence in corporate governance practices within
Europe (Pedersen and Thomsen, 1997; Aguilera et al., 2006).
This partially leads to few national cases of hybridization. As
such, the European region rather appears as a patchwork of
different types of models of CG than a single hybridized model.

Overall, our study suggests that examining the evolution of
national CG models through the institutional lens and the macro
question (Aguilera and Jackson, 2010) is not sufficiently relevant
and significant. Our results highlight the role of micro-economic
factors for explaining the changing and varying practices of
corporate commitments to stakeholders. Especially crucial are
firm-level issues, which put differences in national CG models in
perspective (Aguilera et al., 2012). Our study supports the view
of Garcia-Castro et al. (2013), who posit that there is a need to
link the examination of CG practices at the firm level with the
study of national CG models. More research is needed to extend
and deepen our knowledge on the relevant factors that influence
the structure and evolution of corporate commitments to stake-
holders, and thus CG models, over time and across countries.
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APPENDIX 1 APPENDIX 3
The geographical distribution of legal Quality of the projections on the factorial plan
origin families in Europe after promax rotation
Country origin legal system Legal origin family D1 D2 Quality of the
projection
English
Ireland Common law Austria 0,084 0,615 0,699
U.K.
Belgium 0,169 0,539 0,708
French
Belgium Denmark 0,267 0,608 0,875
France Finland 0,000 0173 0173
Greece Civil law
Italy i France 0,849 0,085 0,934
Portugal Germany 0,535 0,348 0,883
Spain
The Netherlands Greece 0,105 0,681 0,786
Iceland 0,979 0,012 0,991
German
Austria . Ireland 0,790 0,187 0,976
G Civil law
ermany Italy 0,296 0,459 0,755
Switzerland
Norway 0,468 0,335 0,804
Scandinavian
Denmark Portugal 0,015 0,842 0,857
Finland Civil and Scandinavian law Spain 0,408 0,230 0,638
Sweden
Norway Sweden 0,119 0,150 0,269
Switzerland 0,013 0,01 0,025
The 0,417 0,489 0,906
Netherlands
United 0,060 0,824 0,884
Kingdom
APPENDIX 2

Test results from differences in the median for the 5 standardized variables of the study
Standardized variables of firm commitment to: Employees (ZHR), Environment (ZENV),
Customers and suppliers (ZCS), Shareholders [ZCG) and Civil society (ZCIN)]

ZHR r43,\% ZCG ZCs ZCIN
N total 663 663 663 663 663
Median -0.147 -0.189 -0.035 -0.132 -0.273
Statistics Test 79.569 46.796 234.280 33.469 74.776
Degree of freedom 17 17 17 17 17
Asymptotic sig. [bilateral test) 0.000 0.000 0.000 0.10 0.000




